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Loans to India 


The World Bank on April 8 made a loan equivalent 
to US$25 million to India for the Koyna hydroelectric 
power project in the State of Bombay, which is one of 
the projects included in India’s Second Five Year Plan. 
The project is being executed by the Bombay State 
Government. Upon completion of construction, it will 
be turned over to the Bombay State Electricity Board, a 
corporate body that promotes power development and 
regulates the electric utility industry in the State of 
Bombay. 

The total cost of the first stage of the project is 
estimated at the equivalent of $118 million. The Cen- 
tral Government of India will provide all the financing 
through long-term loans to the Bombay State Govern- 
ment. The World Bank loan of $25 million, which is 
included in these funds, will cover most of the foreign 
exchange requirements. The loan is for 25 years and 
bears interest of 53%4 per cent including the 1 per cent 
commission which is allocated to the Bank’s Special 
Reserve. Amortization will begin in May 1965. 

The Bank has now made 21 loans, totaling $532 mil- 
lion, for development projects in India. In addition to 
electric power for Bombay, earlier loans were made for 
flood control, irrigation and electric power plants in the 
Damodar Valley, improvement and expansion of the 
railways and the ports of Calcutta and Madras, expan- 
sion of iron and steel production, the purchase of com- 


Public Utility Finance in Underdeveloped Countries 

In an address at the 27th Session of the UN Eco- 
nomic and Social Council in Mexico City on April 10, 
Mr. Eugene R. Black, President of the International 
Bank for Reconstruction and Development (IBRD), 
outlined steps being taken to increase the capital of the 
Bank. Also he emphasized the importance for develop- 
ing countries to mobilize their own capital to the fullest 
possible extent. This, he said, was particularly impor- 
tant for investment in public utilities. The IBRD has so 
far lent more than $3 billion for power projects, road 
and rail programs, and other public services. In each 
case, however, the borrower has also had to invest con- 
siderably larger sums from its own sources of capital; 
and Mr. Black stated that there is no practical way to 
raise this money unless a substantial part of it is gen- 
erated by the utilities themselves through adequate 


mercfal jet aircraft, and an institution to promote private 

industry. 

It was announced on April 14 that the International 
Finance Corporation (IFC) has agreed to invest 
$850,000 in Kirloskar Oil Engines Ltd. (KOEL), a 
publicly owned Indian corporation in Poona, for the 
expansion and diversification of its manufacturing activ- 
ities in four fields. Upon completion of its expansion, 
KOEL will be the largest manufacturer of diesel engines 
in India. 

The total cost of the expansion of KOEL is esti- 
mated at the equivalent of $4.3 million. These funds 
will be provided by the IFC investment, by additional 
share capital, and by funds generated from the com- 
pany’s operations. The investment will be in US. 
dollar notes bearing interest at 62 per cent, maturing 
from 1965 to 1970. In addition, IFC will receive con- 
tingent interest payable in Indian rupees, depending on 
the amount of earnings, and an option to subscribe at 
par to ordinary shares of KOEL. The IFC commitment 
is subject to completion of the necessary legal for- 
malities. 

Sources: International Bank for Reconstruction and 
Development, Press Release, April 8, 1959, 
and International Finance Corporation, Press 
Release, April 14, 1959, Washington, D.C. 


charges to the users of their services. Adequate utility 
rates—which mean rates that enable utilities not only 
to cover the real cost of their services but also to retain 
out of earnings substantial sums each year to help 
finance the expansions needed to sustain further growth 
—are especially important in a country where there is 
no organized capital market. Mr. Black criticized the 
view that subsidized utilities, and in particular arti- 
ficially cheap power, are necessary to attract industry 
and commerce, pointing out that the cost of electric 
power is usually only a small fraction of the total cost 
of production. “The enormous sums, from domestic 
savings and from foreign investors, which are needed 
to keep utility services abreast the rapidly rising demand, 
make it imperative to discard old-fashioned emotional 
attitudes toward utility finance and substitute common- 
sense economy. This, in turn, means adequate rates; 
it means the prompt adjustment of rates at times of ris- 





318 


ing costs; it means realistic valuation of assets and 
normal depreciation allowances.” 


Source: International Bank for Reconstruction and 


Development, Press Release, Washington, D.C., 
April 10, 1959. 


Europe 


U.K. Economic Survey 


The Economic Survey 1959, published April 1, 1959, 
states that industrial production in 1958 as a whole in 
the United Kingdom was about 1 per cent lower than 
in 1957. Production declined during the first three 
quarters of 1958, and in the third quarter it was about 
3 per cent lower than in the same quarter of 1957, 
while industrial employment had fallen about 2 per cent. 
Between the third and fourth quarters, production 
increased somewhat, but this does not appear to have 
had much effect on employment. Production in the 
fourth quarter was about the same as in the fourth 
quarter of 1957, but employment was about 2% per 
cent lower. Employment fell slightly in most industry 
groups, the largest decreases being in iron and steel, 
textiles, and engineering. The increase in unemploy- 
ment, moreover, was spread throughout industry, and 
all regions were affected to some cacent. 

At the end of 1958, there were unused resources 
available in the economy, but the extent of unused 
capacity and its causes were markedly different from 
industry to industry. The changing pattern of demand 
led to varying movements in the output of different 
industries. Because of the rise in consumer demand, 
the output of the food, drink, and tobacco group of 
industries was 2% per cent higher in 1958 than in 
1957. On the other hand, the output of the textile, 
leather, and clothing industries fell by 8 per cent, mainly 
because of a reduction of stocks. Production in the 
engineering and allied group of industries as a whole 
showed little change from 1957 to 1958, but an increase 
of 11 per cent in the output of the motor industry, to 
meet rising home demand for cars and an increase in 
exports, was one of the factors that maintained produc- 
tion. Mainly because of the removal of hire-purchase 
restrictions, the output of radio and other apparatus 
rose about 5 per cent. But the expansion associated 
with an increase in consumer demand was offset by a 
slight decline in the general level of activity in the much 
larger sector of the engineering industries which is con- 
cerned primarily with capital goods. The output of steel 
was 10 per cent lower than in 1957. About one quarter 
of the decrease resulted from a reduction in direct 
exports of steel; the rest was partly the result of the 
decline in the use of steel in coal mining, wagon build- 
ing, shipbuilding, and construction, and partly the result 
of destocking. 
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Prices rose very little during the year, in spite of the 
fact that wages and salaries were rising and average 
import prices had ceased to fall. The rise in average 
export prices, which had been going on since early 1957, 
came to an end in the autumn of 1957, and export prices 
were stable during most of 1958, with a slight down- 
ward tendency toward the end of the year. In addition 
to the relative stability of unit costs in manufacturing, 
this trend reflected the pressure of competition from 
other manufacturing countries. 

The United Kingdom had a record balance of pay- 
ments surplus in 1958, largely because import prices 
were much lower than in 1957. Merchandise trade 
showed a surplus of £120 million, compared with a 
deficit of £58 million in the previous year. All of the 
surplus was earned in the first half of the year when it 
reached £141 million; in the second half, the deficit 
was £21 million. There was the customary surplus on 
transactions in invisibles, and the total surplus on goods 
and services account was £455 million—£327 million 
in the first half of the year and £128 million in the 
second half. 

The Economic Survey concludes that demand and 
production were rising again toward the end of the year; 
in 1959 there is scope for a further expansion of output 
as well as of employment, and it is the special concern 
of the Government to foster both. But in considering 
how fast expansion can go ahead, three points must be 
kept in mind: the need to maintain a strong external 
position, the need for stable prices, and the need to 
increase employment opportunities. The Survey expects 
an increased demand on the country’s resources this 
year from several different directions. With higher real 
incomes in 1959 and with continuing easy borrowing 
terms, it is reasonable to expect that consumer demand 
will continue to rise. Expenditures by government and 
local authorities will increase, and investment in the 
public sector is expected to. rise by as much as 11 per 
cent in real terms. Moreover, investment in the private 
sector is unlikely to be lower than in 1958, and exports 
should be rising toward the end of the year. The Eco- 
nomic Survey acknowledges, however, that the course 
of exports and private investment is less certain than 
that of other factors and that the rate of investment in 
stocks can never be forecast with certainty. As for the 
balance of payments, prospects appear reasonably satis- 
factory, though the current surplus cannot be expected 
to be as large as in 1958. But it will continue to be 
vitally important to keep export prices down; if wage 
rates were to go on rising on the same scale as in 1958 
without a corresponding increase in productivity, the 
near stability of prices recently achieved would be 
threatened. 


Source: The Times, London, England, April 2, 1959. 
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U.K. Reserves and Fund Quotas 


In presenting the budget in the House of Commons 
on April 8, the Chancellor of the Exchequer stated 
that a gold payment of £58 million by the United King- 
dom to the International Monetary Fund is expected 
later in 1959, in connection with the increase in Fund 
quotas. Insofar as other countries in the sterling area 
make similar payments from their balances in London, 
there will be some further drawing on the gold reserves 
on their account. In view of these and other factors, 
the U.K. gold reserves are expected to fall in 1959. 
It was pointed out, however, that the ultimate effect of 
the special payments of gold will be to maintain, or 
more than maintain, the strength of the U.K. position, 
for second-line reserves of far greater value are acquired 
in exchange for these payments. 


Source: The Times, London, England, April 8, 1959. 
Swiss Customs Tariff Revision 


A draft of a revised customs tariff will be examined 
by the National Council, the lower house of the Swiss 
Parliament, at a special session at the end of April. 
The last revision of the Swiss tariff was made in 1921. 
The Federal Council’s original project had foreseen 
fairly heavy increases in the rates of duty. However, 
in order to join the GATT, Switzerland has had to agree 


to significant reductions of certain rates, and it is now 
expected that the general level will be moderate, such 
increases in duties as are imposed barely compensating 
for increased prices. 


Source: Swiss Bank Corporation, Bulletin No. 67, 
Basle, Switzerland, March 1959. 


Unemployment in the Nordic Countries 


Unemployment in Sweden and Norway declined in 
February from the record high figures for the postwar 
period that had been recorded in January (see this 
News Survey, Vol. XI, p. 240). In both these countries, 
and also in Denmark, unemployment was less at the 
end of February than it had been a year earlier; in 
Finland, however, it was greater than at the end of 
February 1958. 

In Sweden, the number of unemployed persons fell 
from 72,852 in mid-January to 59,707 in mid-February; 
the decline between the same two periods in 1958 was 
from 59,349 to 56,329. In Norway, registered unem- 
ployment at the end of February was 35,900, which was 
2,600 less than at the same time last year and 11,900 
below the figure for January 1959. In Denmark, the 
number of insured workers unemployed for more than 
seven days fell from 59,823 at the end of January to 
51,327 at the end of February; in 1958, the decline in 
the same period had been from 77,316 to 76,432. 

In Finland, 99,000 were registered as unemployed 
at the end of February this year; of this total, 79,800 
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were placed in relief work. The corresponding figures 
for the same time last year were 74,200 and 64,200. 
Unemployment last year reached a peak at the end of 
March when 78,100 were registered as unemployed. 
This year it appears that the peak was reached in the 
middle of March when unemployment reached 99,700; 
during the next two weeks it fell to 95,400. 


Sources: Finanstidningen, Stockholm, Sweden, March 4, 
1959; Statistiske Departement, Statistiske 
Efterretninger, Copenhagen, Denmark, 
March 25, 1959; Ministry of Finance, Kon- 
junkturserier, March 1959, and Hufvudstads- 
bladet, April 2, 1959, Helsinki, Finland; 
Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, April 4, 1959. 


Economic Situation in Iceland 


The Governor of the Central Bank of Iceland stated 
in a recent speech that, on the whole, the year 1958 
was favorable for Iceland’s agriculture and fishery, the 
fish catch being the largest on record. In addition, the 
cement plant commenced operations during the year, 
and imports of cement were therefore discontinued. 

The Governor recalled extensive economic measures 
that had been adopted in May 1958. While the need 
for these measures could not be doubted, it might be 
questioned whether the measures were as radical as 
would have been desirable. Bank credit rose by 20 per 
cent in 1958, which was considerably more than the 
increase in the gross national product. There was no 
question that the expansion of credit had exceeded the 
amount compatible with economic equilibrium and that 
this was reflected in a continuous increase in domestic 
demand and a large balance of payments deficit. 

The deficit on goods and services account in 1958 
was IKr 140 million (US$8.6 million), against IKr 166 
million in 1957. Estimates for 1959 indicate that the 
deficit will continue high and that it will again have to 
be covered by foreign credits. In concluding, the Gov- 
ernor said that Iceland’s economic problems— inflation, 
excessive strain in the economic system, foreign exchange 
shortage, and growing foreign indebtedness—are caused 
by the fact that Iceland is trying to do too much within 
too brief a time. 


Source: The National Bank of Iceland, Press Release, 
Reykjavik, Iceland, March 24, 1959. 


German Savings Premium Law 


The savings premium law of the Federal Republic of 
Germany, passed by the Bundestag, provides for a 
premium of 20 per cent on the total amount saved in a 
calendar year; the maximum premium will be DM 120 
for single persons and DM 240 for married couples, 
with an additional DM 120 for those having three or 
more children. To qualify for these premiums, the 
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amounts saved—which may take the form of con- 
tractual savings deposits or funds expended on the first 
acquisition of securities—must normally remain blocked 
for five years. However, the bill provides for excep- 
tions from this rule in cases of death, disablement, and, 
in certain circumstances, marriage. Widowed persons, 
single persons with children, and single persons over 
50 years of age will receive the same treatment as 
married persons. The law will now be submitted to 
the Bundesrat, and it is expected to come into force in 
May. The cost to the Government is estimated at 
DM 200 million per annum in each of the next five 
years. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 

Main, Germany, March 20, 1959. 


Austria's Gross National Product 

According to preliminary estimates, Austria’s gross 
national product in 1958 amounted to S 128.9 billion, 
5.8 per cent (in real terms, 3.4 per cent) more than in 
1957. The increase was smaller than in 1957, when it 
had amounted to 10.1 per cent, calculated at current 
prices, and 5.8 per cent in real terms. 

The slowdown in the rate of growth was caused 
primarily by the impact of the international recession 
on Austria’s export trade; exports, which had increased 
by 15 per cent in 1957, declined by 6 per cent in 1958. 
The impact of the recession abroad on the Austrian 
economy would have been greater if the Government 
had not adopted an expansionary fiscal policy which 
helped to stimulate domestic consumption and invest- 
ment. The budget expenditures of the Federal Govern- 
ment are reported to have risen by S 5 billion, or 14 per 
cent, to § 41 billion. At the same time, taxes on wages 
were reduced, which resulted in an increase of S 0.5 
billion in the disposable income of wage and salary 
earners. The over-all deficit of the 1958 budget (final 
data are not yet available) may amount to about S 5 
billion, compared with a deficit of only S$ 1.3 billion in 
1957. 

Exports of goods and services were S 32.5 billion, 
and imports were § 31.0 billion. Total available 
resources (S 127.4 billion) were therefore lower than 
the gross national product, and the surplus on goods 
and services account (S 1.5 billion) was greater than 
in 1957 (S 0.6 billion). The share of exports of goods 
and services in the gross national product declined from 
26.9 per cent in 1957 to 25.2 per cent in 1958, and 
the share of imports of goods and services in total avail- 
able resources was only 24.4 per cent in 1958, com- 
pared with 26.6 per cent in 1957. Both import and 
export values declined, partly as a result of price 
movements which led to an improvement in Austria’s 
terms of trade; import prices in 1958 were 7 per cent, 
and export prices 2 per cent, lower than in 1957. 
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Private consumption absorbed 62.3 per cent, public 
consumption 14.5 per cent, and gross investment 22.4 
per cent of total available resources; the corresponding 
percentages for 1957 were 62.3, 14.2, and 22.3. Pri- 
vate consumption was higher than in 1957—by 5.2 
per cent in nominal terms and 3.5 per cent in real 
terms. The increase in gross investment, amounting to 
5.9 per cent in nominal terms and 4.2 per cent in real 
terms, was somewhat greater than the increase in con- 
sumption. Investment in construction rose more (nom- 
inally by 7.0 per cent) than investment in equipment 
(4.9 per cent). It is believed that the expansion of 
investment in 1958 was concentrated in the public sec- 
tor (including hydroelectric power projects); private 
investment in industry and agriculture did not quite 
reach the 1957 level. 

The share of wages and salaries (S 62.4 billion) in 
the national income (S 104.3 billion) was 59.8 per 
cent in 1958, slightly lower than in 1957 (60.4 per 
cent). The share of property income and undistributed 
profits of business corporations increased from 38.2 per 
cent in 1957 to 38.6 per cent in 1958. 


Source: Osterreichisches Institut fiir Wirtschaftsfor- 
schung, Monatsberichte, Vienna, Austria, 
March 1959. 


Budget of Hungary 


Hungary’s budget for 1959, which has been approved 
by Parliament, estimates a surplus of Ft 837 million, 
with receipts of Ft 52,896 million and expenditures of 
Ft 52,059 million. The estimates indicate an increase 
over 1957 of 11.9 per cent for receipts and of 11.8 per 
cent for expenditures. The Finance Minister stated 
that most of the increase in receipts would result from 
greater output and profitability of state industry. 

Of the total expenditures, 55.5 per cent has been 
allocated for the development of the national economy. 
Outstanding investments will be in the electric power 
and coal mining industries, in the development of diesel 
engines, and in high tension equipment, telecommuni- 
cation equipment, and instrument industries. The budget 
provides Ft 1,025 million for cooperative farming invest- 
ment. Expenditures for health, education, and social 
security account for 31.3 per cent of the total, expendi- 
tures for defense and security for 9.4 per cent, and 
expenditures for administration for 3.8 per cent. 


Source: Hungarian News and Information Service, New 
Hungary, London, England, March 1959. 


Middle East 
U.A.R. General Petroleum Authority 


A new General Petroleum Authority has been estab- 
lished by the Government of the U.A.R. within the 
Ministry of Industry. It will coordinate the petroleum 
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policies of both the Egyptian and Syrian Regions, and 
will be the central planning organ for petroleum policy 
in the two Regions. The principal office will be in Cairo, 
and an executive administration will be located in each 
Region to implement policy decisions. 

The Authority will have the right to import and 
export all crude oil and derivatives; to fix selling prices 
of petroleum products; to undertake oil prospecting, 
production, refining, purchase, sale, transport, and dis- 
tribution operations; to purchase, merge with, and 
annex public and private organizations carrying out 
work similar to its own; and to advise on the granting of 
oil, prospecting, and mining leases. Also, the Authority 
is authorized to “express an opinion” on agreements 
relating to pipelines passing through the U.A.R. and to 
share in negotiations for concluding or amending such 
agreements and for granting licenses related to pipe- 
lines and petroleum establishments in the territories of 
the Republic. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., March 16, 1959. 


Exchange Control in Libya 


Appropriate steps have been taken by the Libyan 
authorities to bring the local regulations into line with 
those in the United Kingdom, following the introduc- 
tion of nonresident convertibility. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, March 1959. 


Iraq-U.S.5.R. Trade Agreement 


A trade and payments agreement signed by the Iraqi 
delegation in Moscow and Soviet authorities provides 
that the Soviet Government will grant Iraq a credit of 
ID 50 million (US$140 million) to be used within 
seven years after the agreement comes into force. The 
loan carries an interest rate of 2.5 per cent and is repay- 
able in 12 equal annual installments in Iraqi dinars, the 
rate of conversion between the dinar and the ruble to be 
on the basis of the ratio of the gold content of the two 
currencies on the day of repayment. Iraq will use the 
credit for general development programs, with emphasis 
on industrialization. 


Source: The Iraq Times, Baghdad, Iraq, March 20, 
1959. 


Far East 


Indian Import Policy 


Although India’s import policy for the six-month 
period April-September 1959 remains substantially 
unchanged, some adjustments in import quotas have 
been introduced. Increases have been made in respect 
of 53 urgently needed items, including asbestos packing, 
cork manufactures, bleaching powder, dyeing and tan- 
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ning substances, hydrosulphite of soda, gum arabic, 
garage tools, mathematical and scientific instruments, 
and sulpha drugs. On the other hand, quotas have been 
reduced for some relatively nonessential items and 
certain articles now being produced in India in larger 
quantities. These include antimony ingots, leather belt- 
ing, cotton fabrics, textile accessories, and certain elec- 
trical equipment items. A small reduction has been 
made in the quota for drugs and medicines other than 
sulpha products, while quotas for dicalcium phosphate, 
mercuric chloride, and phosphoric acid have been 
withdrawn. 

The basic period for 47 items has been extended to 
include the fiscal year 1957-58. The more important 
of these items are mercury, garage tools, X-ray films, 
tires and tubes, and spare parts for agricultural tractors. 
The importation of copper and zinc by established 
importers is now authorized. With a view to enabling 
large industrial firms to plan their output and to make 
purchases of raw materials more advantageously, 
licenses pertaining to industrial raw materials may now 
be issued for a period varying from 9 to 12 months. 
The Pakistan open general license has been extended 
for a further period of 3 months, and raw hides and 
skins have been added. 

Total Indian imports decreased by Rs 1.62 billion 
(US$340 million), to Rs 8.64 billion ($1,814 million), 
in 1958. Imports are expected to be approximately the 
same during April-September 1959 as in the preceding 
six months. 


Sources: The Financial Times, London, England, 
April 1, 1959; The Statesman (Overseas Edi- 
tion), Calcutta, India, April 4, 1959. 


India’s Automobile Industry 


The manufacturing capacity in India’s automobile 
industry is already close to the revised target of 65,000 
motor vehicles per annum set in the Second Five Year 
Plan (ending March 1961). The target envisages 
20,000 cars, 40,000 trucks, and 5,000 jeeps. However, 
owing to import restrictions and labor problems affect- 
ing one plant, actual production declined in 1958. 

Data for the first ten months of 1958 indicate an 
annual output of motor vehicles of all types of approxi- 
mately 26,470, against 31,932 in 1957 and 32,136 in 
1956. Only 8,113 cars were produced in 1958, com- 
pared with 12,211 in 1957 and 13,666 in 1956. With 
a more liberal allocation of foreign exchange for the 
importation of essential raw materials and component 
parts, output in 1959 is expected to increase to the 
1956 level. 


Sources: Reserve Bank of India, Bulletin, Bombay, 
India, February 1959; Information Service 


of India, India Economic Newsletter, Wash- 
ington, D.C., March 1959. 
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Japan's Foreign Exchange Control System 

Effective April 1, 1959, the Japanese Government 
has added Italian lire, Austrian schillings, Danish kroner, 
Norwegian kroner, and Portuguese escudos to the list 
of “designated foreign currencies” which can be used 
for the settlement of foreign payments. The nine cur- 
rencies which hitherto have been eligible for such use 
are U.S. dollars, sterling, Canadian dollars, Swiss francs, 
deutsche mark, Swedish kronor, French francs, Nether- 
lands guilders, and Belgian francs. 

The foreign exchange budget for the first half 
of the fiscal year 1959, i.e., for the period Appril- 
September 1959, has been set at $2,399 million, of 
which $1,941 million is for merchandise imports. The 
budget for merchandise imports is $184 million larger 
than that for the immediately preceding six-month 
period and $313 million larger than that for the same 
period of the last fiscal year. The exchange allocation 
for imports under the automatic approval system, 
wherein applications for imports are approved by 
authorized banks, has been increased to $580 million, 
$110 million above the previous six-month period. 


Source: Nihon Keizai Shimbun, Tokyo, Japan, March 30, 
1959. 


Export-Import Bank Loan to Indonesia 


The Export-Import Bank of Washington has extended 
a credit of $6.9 million to the Republic of Indonesia. 
The credit will be used to finance the purchase of U.S. 
machinery, equipment, materials, and services required 
to expand the capacity of the Gresik Cement Corpora- 
tion in East Java. The cement plant was built between 
1955 and 1957 with the assistance of a $15 million 
credit from the Bank. The plant was constructed to 
help meet the needs of Indonesia’s five-year plan for 
industrialization projects. Since it began operations in 
July 1957, the plant has brought about a reduction at 
the rate of $20,000 per day in Indonesia’s foreign 
exchange expenditures. 


Source: The Export-Import Bank of Washington, 


Press Release, Washington, D.C., April 12, 
1959. 


United States and Canada 


Employment in the United States 

The number of persons unemployed in the United 
States fell in March by more than the usual seasonal 
amount, from 4.7 million to 4.4 million; the unemploy- 
ment rate (seasonally adjusted) was 5.8 per cent of the 
labor force, compared with 6.1 per cent in February. 
Employment rose by 1.1 million persons, to 63.8 mil- 
lion. This rise was in part a reflection of special circum- 
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stances. The Easter holiday was earlier than usual this 
year, and there was additional hiring at retail stores in 
March. Production and employment in the steel indus- 
try rose sharply, as demand was heavy in anticipation 
of a possible strike or price increases this summer. 
Re-employment in the automobile industry followed 
earlier layoffs that were due to a strike in the glass 
industry. Unemployment rates of 6 per cent in primary 
metals and 10 per cent in automobiles, while lower than 
in February, were still about twice the rates in 
March 1957, prior to the recession. 

The average workweek in manufacturing rose by 0.1 
hours in March, to 40.1 hours, the prerecession level. 
Hourly wages rose to $2.21, a new record. 


Source: The Wall Street Journal, New York, N.Y., 
April 8, 1959. 


U.S. Housing Starts 

The annual rate of private housing starts in the 
United States rose in March to 1,390,000, from 
1,320,000 in February. This was the highest rate for 
any March since 1950, and 50 per cent above the rate 
in March 1958. 


Source: The Wall Street Journal, New York, N.Y., 
April 14, 1959. 


Canada’s Gross National Product 


Canada’s gross national product increased in 1958 
to $32.2 million, which was 2.5 per cent higher than in 
1957. The increase was limited by heavy inventory 
liquidation during the first half of the year and by the 
continued downward drift in business spending for new 
plant and equipment. In volume terms, the increase 
was less than 1 per cent. In the fourth quarter, gross 
national product rose to an annual rate (seasonally 
adjusted) of $32.7 billion, an increase of 1 per cent 
from the previous quarter and of 4 per cent from the 
recession low in the last quarter of 1957. Nonfarm 
production accounted for all of the growth between the 
third and fourth quarters of 1958, while farm output 
declined. Labor income continued to increase, and 
corporation profits—which, after a downward trend, 
had risen somewhat in the third quarter—rose more 
rapidly in the fourth quarter and were 12 per cent 
higher than in the second quarter. Personal interest, 
dividend, and rental income nevertheless was slightly 
lower in the fourth quarter than in the third. This 
decline was more than offset by higher income from 
unincorporated business. Since farm income was 
reduced, wages, salaries, and transfer payments from 
government were the main elements in the increase of 
$250 million in total personal income between the third 
and fourth quarters. Government transfers, after a 
small decline in the third quarter, advanced almost 
$200 million, or more than 7 per cent. Consumer 
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expenditures increased by 3.2 per cent, the highest 
quarter-to-quarter rate since the second quarter of 
1955. While spending for nondurables moved upward 
again, after a slight decline in the previous quarter, 
expenditures for durable goods, which had been mainly 
stationary or declining for a year and a half, advanced 
almost 8 per cent in the fourth quarter. Personal saving 
declined to 8.4 per cent of disposable income, from the 
exceptional rate of more than 10 per cent in the two 
preceding quarters. Outlays for housing advanced 
further, but not enough to offset the continued drop in 
expenditures on nonresidential construction. With a 
slight recovery in expenditures for machinery and 
equipment, total fixed capital formation remained prac- 
tically unchanged. Exports of goods and services rose 
by 5 per cent, and investment in business inventories 
helped to maintain activity in the fourth quarter. 
As a result of the combined elements on the expendi- 
ture side, total final purchases of goods and services 
rose sharply, showing by far the largest advance since 
early in 1956. However, close to half of the increase in 
demand was met by a rise of almost 6 per cent in 
imports of goods and services. In addition, existing 
stocks of grain and livestock were drawn on at a heavy 
rate. Total inventories were thus reduced at an annual 
rate of $300 million, compared with $50 million in the 
third quarter and $400 million in the second quarter. 
Source: Dominion Bureau of Statistics, National Ac- 
counts, Income and Expenditure, Fourth 
Quarter and Preliminary Annual 1958, Ottawa, 
Canada. 


Canadian Balance of Payments in 1958 

Canada’s deficit on current account in 1958 was 
$1.1 billion, $300 million less than in 1957. The trade 
deficit fell to $175 million, from $580 million in 1957, 
while the deficit on nonmerchandise transactions in- 
creased by $120 million, to $940 million. Both imports 
and exports were less than in 1957, but the decrease in 
imports was considerably more than that in exports 
(see this News Survey, Vol. XI, p. 251). The rise in 
the deficit on invisibles was due to an increase in official 
contributions by the Canadian Government, larger 
Canadian expenditures on travel abroad, and reductions 
in the inflow of immigrants’ funds and in current 
expenditures by the U.S. Government on defense instal- 
lation in Canada. Canadian defense costs under NATO 
obligations increased moderately. The net deficit on 
account of interest and dividends on foreign investment 
was slightly less than in 1957, reflecting higher interest 
receipts as a result of the resumption of payments by 
the United Kingdom on its postwar loan. For freight 
and shipping, expenditures declined more than receipts, 
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mainly because of a fall of 11 per cent in imports from 
the United States and a decline in ocean shipping rates. 
The inflow of long-term capital in 1958 was sufficient 
to finance practically the entire deficit on current 
account; in 1957 the long-term capital inflow was 
equivalent to 91 per cent of the deficit. New direct 
foreign investment in Canada in 1958 was $400 million, 
$120 million less than in 1957, but Canadian direct 
investment abroad was also reduced, by about $50 mil- 
lion. The net inflow of $680 million from portfolio 
security transactions was $130 million less than in 
1957; an upturn was apparent, however, in the second 
half of 1958, when net sales of securities produced an 
inflow about one-third larger than in the corresponding 
period of 1957. While net sales to the United Kingdom 
and to other overseas countries declined, sales to the 
United States increased—from 73 per cent of the total 
in 1957 to 88 per cent in 1958. Less than half of the 
capital inflow from sales of Canadian securities was 
due to sales of corporate issues, in contrast to almost 
80 per cent in 1957; the inflow from sales of govern- 
ment securities rose correspondingly. Credits to over- 
seas governments in the form of advances to India and 
Ceylon for purchases of Canadian wheat led to a capital 
export of $34 million, but repayments by the United 
Kingdom, Belgium, France, the Netherlands, and Nor- 
way on loans made earlier by the Canadian Government 
were almost twice this amount. Canada’s external long- 
term liabilities rose from $17.1 billion at the beginning 
of the year to about $18.5 billion at the end of 1958. 
Short-term holdings of Canadian dollars by foreigners 
increased by $105 million; a substantial part of this 
increase is known to have been set aside for future 
expenditure in Canada. The inflow of other short-term 
capital amounted to $20 million. Exchange transactions 
of the Government led to an increase of $109 million 
in official holdings of gold, U.S. dollars, and sterling— 
an increase that was about equal to the decrease in 1957. 
Source: Dominion Bureau of Statistics, Quarterly Esti- 
mates of the Canadian Balance of International 
Payments, Fourth Quarter 1958, and Prelimi- 
nary Estimates for the Year 1958, Ottawa, 
Canada. 


Other Countries 
Relaxation of Dollar Discrimination by Australia 


The Australian Minister for Trade has announced that 
imports of 330 items, representing about 20 per cent of 
the total value of Australian imports, will now be 
licensed on a nondiscriminatory basis; thus, the portion 
of Australian imports licensed on a nondiscriminatory 
basis will be increased to approximately 70 per cent. 
Among the items are parts used in the manufacture of 
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agricultural machinery, tractors, television sets, radios, 
and motorcycles, and also complete agricultural machin- 
ery, tractors, and earthmoving equipment. 

The Minister stated that this measure is not the result 
of a general improvement in foreign exchange reserves 
and that it will not involve an addition to total import 
payments. It simply means that the Government has 
found it possible to allow dollar expenditure on a num- 
ber of items for which such expenditure had not 
previously been practicable for currency reasons. 

In addition, a number of items have been transferred 
to Category B. Since Category B licenses can be used 
to import any item in that category, these transfers will 
increase traders’ flexibility in importing. 

Sources: Australian News and Information Bureau, 
Australian Daily News, March 31, 1959, and 
The Journal of Commerce, April 1, 1959, 
New York, N.Y. 


Australian Gold Production 


The mine production of gold in Australia in 1958 
was 1,102,731 fine ounces, the second highest annual 
output in the postwar period; the peak output of 
1,117,742 fine ounces was reached in 1954. Refinery 
production in 1958 amounted to 1,069,774 fine ounces, 
valued at £A 16,720,490. 

Net subsidy payments to gold producers, i.e., subsidy 
payments minus premiums received by producers from 
the sale of gold overseas, totaled £A 753,528 in 1958, 
compared with £A 588,512 in 1957. The amount of 
gold exported in 1958 was much lower than in 1957; 
gold prices also declined. Most of the gold exported 
was again sold on the Hong Kong market. 


Source: Commonwealth Bureau of Census and Statis- 
tics, The Gold Mining Industry, Canberra, 
Australia, March 19, 1959. 


Australian Wool Prices 


Wool prices at Australian auctions, which had reg- 
istered small gains during March, continued to increase 
in April and by the second week were 20 per cent higher 
than in March. 


Source: Australian News and Information Bureau, 
Australian Daily News, New York, N. Y., 
April 13, 1959. 


South African Budget 


The South African Minister of Finance has stated that 
in the year ended March 31, 1959 revenue exceeded 
the original estimates by £6 million and expenditure 
fell short by £4 million, so that the Revenue Account 
showed a surplus of £10 million, which is to be trans- 
ferred to the Loan Account. 


In presenting the 1959-60 budget, the Minister pro- 
posed that subsidies be reduced and that payments to 
pensioners be increased; expenditure on Revenue Ac- 
count would thus be raised to £299 million (the original 
estimate for 1958-59 was £284 million). Revenue is 
expected to amount to £336 million (compared with an 
original estimate of £311 million for 1958-59), after 
allowance for a number of tax increases; these include 
increases in postal and telephone charges, a higher tax 
on diesel fuel, and a new duty on rice. Also, small 
increases have been proposed in the taxes on beer, cane 
spirit, and gramophone records. Building societies, 
hitherto exempt from taxation, will in future pay a 
company tax on 60 per cent of their income from 
investments and will be liable to a stamp duty on 
capital issues; all mutual insurance companies will be 
taxed on income from investments on the same basis 
as nonmutual companies. The amount available for 
transfer to the Loan Account will thus be £37 million, 
against the £27 million proposed in the 1958-59 budget. 
Source: The Times, London, England, March 26, 1959. 


Central Banking in Nigeria 

The Nigerian Minister of Finance, in presenting the 
1959-60 Appropriation Bill to the House of Repre- 
sentatives on February 9, stated that the Central Bank 
of Nigeria would commence the issue of its new Nigerian 
currency on July 1. Arrangements have been completed 
for the flotation in May by the Bank of an internal 
Federal Government loan of £2 million. An Ordinance 
has been submitted to the House of Representatives 
which will authorize the Central Bank to issue treasury 
bills in Nigeria. The bills will be for multiples of £1,000 
and will be payable at par within a period of not more 
than 12 months. 
Source: Barclays Bank D.C.O., Overseas 

London, England, March 1959. 


Review, 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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